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MUTUAL SECURITY APPROPRIATIONS FOR 1953 


Tuespay, JUNE 24, 1952. 


UNOBLIGATED AND UNEXPENDED FUNDS 
STAFF PRESENTATION 


GEORGE Y. HARVEY, CLERK, HOUSE COMMITTEE ON APPROPRIA- 
TIONS 
WITNESSES 
WILLIAM C. FOSTER, DEPUTY SECRETARY OF DEFENSE 
C. TYLER WOOD, ASSOCIATE DEPUTY DIRECTOR FOR MUTUAL 
SECURITY 


Mr. Gary. Gentlemen, since we completed hearings on this mutual 
security bill the staff has been making some investigations on unobli- 
gated and unexpended funds. They have some information which I 
thought should be brought to the attention of the entire committee. 

We have asked Mr. Foster and Mr. Wood to come in to listen to the 
staff information, Mr. Harvey's presentation, so that if there are any 
questions or any errors in connection with it they will have an oppor- 
tunity to correct them for the committee. 

Mr. Harvey, vou have the information. Please go ahead and tell 
us What vou found. 

GENERAL STATEMENT 


Mr. Harvey. Mr. Chairman, at the outset 1 should like to express 
the appreciation of myself personally and the rest of the staff to Mr. 
Foster and to Mr. Wood and their staffs for the time and very careful 
thought they have given to this, and the verv helpful way in which we 
have been met in getting together this information. 

The basic figures which were presented to the committee at the 
outset of the proceedings this vear showed that the total obligations 
through March 31 were $3,234,000,000. 

I might say that the figures we will deal with here will relate to the 
total military assistance obligations and expenditures in all four titles, 
because that is the way the funds are handled at the initial stages in 
spending, and it is far easier to deal with the totals rather than to 
break each figure down to specific detail. 

The total obligations through March 381 were $3,234,000,000. 
The estimated obligations for the last 3 months were stated to be 
$2,371,000,000. That would leave an unobligated balance at the 
end of the vear of $398 million. 

On the expenditure side, the expenditures were stated on June 11 
to have been, through Mareh 31, $1,523,000,000. We have these 
figures out to the last dollar. Tam calling them off in round millions 
io save a lot of detail. 

(1) 
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It was estimated on June 11 that the last 3 months’ expenditures 
would be $1,216,000,000. 

On June 19 a supplemental statement was furnished to the com- 
mittee changing that estimated expenditure in the last 3 months from 
$1,216,000,000 to $663 million, or a reduction of one-half in the 
amount of. money to be spent during the last 3 months of the year. 

As to obligations, when the monthly obligations came in for the 
month of April rec ‘alling now that the estimates contemplated obli- 
gating $2,371,000,000 in the last 8 months—the obligations for the 
month of April were a net of $3 million. ‘There had been some 
deobligation and some new obligation, but the actual net obligation 
for the month was roughly $3 million. 

That meant that in order to make good on the estimated progress 
of the program by the end of the fiscal year it would be necessary to 
obligate about $2.3 billion in the last 2 months of the year, or at the 
rate of about $1,150,000,000 a month. 

On June 4 Secretary Lovett appeared before the committee and 
see in a prepared statement that they had obligated an estimated 

| billion im May. That was on the 4th day of June. 

‘Ol course, at that time, June 4, the final reports could not be avail- 
able, and it was necessary for Mr. Lovett to rely upon estimates 
furnished by the various services and the Office of the Secretary of 
Defense, from his own staff, as to what the volume of business had 
been during the month. 

L asked for a breakdown of that $1.1 billion, and received a break- 
down totaling $1,074,000,000. I presume they had rounded it out. 
They knew it was a rough figure, so they called it $1.1 billion, which is 
not out of the way at all, with service estimates totaling $1,074,000,000. 

The figures that had come up from the services totaled 
$1 074,000,000, as follows: Office, Secretary of Defense, $104 million; 
Army, $444 million; Navy, $194 million; and Air Force, $332 million. 
That was a total of $1,074,000,000. 

On last Friday morning we received the report of the actual business 
done inthe monthof May. The total, instead of being $1,074,000,000, 
was $352 million. That breaks down this way: Against the estimate 
of the Air Force of $332 million, the actual obligations were $200 
million. In the Navy, again, the estimated obligations were $194 
million and the actual was $110 million. In the Army, against the 
estimated $444 million the actual was $41 million. The Office of the 
Secretary of Defense estimated $104 million, and the actual was $1 
million. 

It is noted there, of course, that the Office, Secretary of Defense, 
had the widest discrepancy in its figures. They have furnished today 
a letter which I should like to insert in the record. 

(The letter is as follows: ) 

DEPARTMENT OF DEFENSE, 
ASSISTANT SECRETARY OF DEFENSE, 
Washington, D. C., June 28, 195? 

Memorandum for Mr, Foster 

erenee is made to the questions which have been raised as to the status of 
obligations against MSA funds so far earmarked for OSD for multilateral financing 
of construction, participation in the financing of SHAPE and other internationai 
wie maleskestcrey financing of United States Air Foree construction requirements 
above SHAPE standards, OSD administrative expenses and confidential expend- 
itures authorized by the President—totaling, through June 30, 1952, $322,637,000 


tl f 








0 OOOO oO 


As of May 1, 1952, obligations against this $322.6 million aggregated $114,070, - 
355 million. Except for the small sum for current expenses of OSD proper, these 
obligations were recorded on the basis of bills presented and passed for payment. 
Upon completion of the international tax agreements in mid-April, the obstacles 
to immediate obligation of any part of the United States contribution to inter- 
national financing of infrastructure were removed. 

It was stated in a preliminary report on June 4 that for the month of May the 
OSD obligations had been inereased by S104 million. IT am informed that this 
statement was made because it was known that classified documents creating 
obligations of this estimated value had been received during the month of May 
and it was understood that they had been converted into unclassified posting 
media for recording on the proper forms for reporting in the month of May. 
(Documents affecting multilateral financed projects are received in the Office of 
the Secretary of Defense highly classified, with substantial detail as to the location 
and nature of individual items contained therein. For security purposes, it has 
been felt that these documents should be eonverted into unclassified posting 
media which ean be handled by clerks in the accounting process without involving 
international security clearances.) 

It was known that work on the conversion of documents having an estimated 
value of $104 million was in process about the 15th of May. This figure repre- 
senting obligations under documents known to have been received was therefore 
included in the statement of estimated obligations for May 1952. In the mean- 
time, however, the individual who had normally processed these documents was 
taken ill and did not return to work until the first week of June. Soon thereafter 
the unfinished work of further evaluating and converting these documents into 
posting media was undertaken. In the process of evaluating these documents, it 
was found that the value of these documents for obligational purposes was $97 
million rather than $104 million. Of this $97 million, $93 million represented the 
value of obligations for multilateral construction projects and $4 million repre- 
sented the value of obligations for the financing of SHAPE and other international 
commands, 

As of this date the $4 million just mentioned has not been recorded as an obliga- 
tion. This $4 million is attributable to obligations for SHAPE and other inter- 
national commands and while for all practical purposes constitute valid obliga- 
tions, the work of converting them into posting media has not been completed. 
The work, however, is in process and should be completed prior to June 30. 
The work of translating the basic material covering this field of operations into 
posting media is taking time because there is involved the evaluation and applica- 
tion of a NATO ealendar-year budget to a United States fiscal-vear basis. (Obli- 
gations in this category are established after the completion of the fiscal period 
because all other countries who are members of NATO are on an expenditure 
budget basis, and also because the determination of the amount of the total 
obligations is dependent on the amounts of counterpart or other local currency 
which may be made available.) 

Meantime, but prior to May 31, 1952, other classified basic obligating documents 
were received which upon subsequent evaluation and conversion into posting 
media were found to have a value of $59 million. The $93 million portion of the 
$104 million figure mentioned above plus the additional $59 million also received 
in May but processed later—making a total of $152 million—has been converted 
into posting media, completed and was recorded on June 18. 

In summary, obligations against the $322.6 million allocated for OSD purposes 
are as follows: 











Obligated prior to May 1, 1952_ $114, 000, 000 
Obligations, May (actual recorded $365,172; figures on estimate 
table rounded to full millions) _ §, 000, 000 
Oblies ations, June 1-18 (actual recorded $1: 52,665, 344; rounded to 
compensate for item above) ___. —- E Seca’ urls 152, 000, 000 
Balance available, June 23 Sd ste Ee ees ' ; 55, 600, 000 


As shown by the table above $55.6 million remains unobligated. The $4 million 
for SHAPE and other international commands mentioned above as in process 
will be completed and recorded before June 30. Fifty-one million dollars is in 
process of negotiation for contract with the French Government by the United 
States Air Foree—-which they expect toconsummate at any moment. One hundred 
| thousand dollars will be obligated prior to June 30 to cover the current month’s 
administrative expenses for the Office of the Secretary of Defense. (As a mini- 
mum this figure could be $90,000; as a maximum $136,000.) If the Air Force 
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expectations of consummation of their transactions with the French come through 
as planned, there would remain slightly less than $500,000 of the allocations made 
to OSD unobligated by June 30, 1952 

W. J. McNet. 

Mr. Harvey. This letter is rather long and involved. It does make 
a very plausible and acceptable explanation as to why there was an 
error there. ; 

I must say that possibly somebody could have been a little closer to 
it than he was. He was relving on business which he knew was in the 
shop, work in progress, which had not vet reached the books, which has 
subsequently been recorded. What he relied on to get the S104 
million resulted in $97 million of obligations later, during the month of 
June, but not in the month of May. But the explanation there as to 
why there was the delay and why there was such a lag is plausib! 
enough. 

When these facts came to light, I got in touch with Mr. Wood and 
talked it over with him. 

Mr. Gary. Do you mean that this letter here savs that they have 
obligated the entire $1 billion now? 

Mr. Harvey. No. That relates only to the $104 million item in 
the Office, Secretary of Defense. 

Mr. Gary. I see. 

Mr. Harvey. It explains why the difference appears. 

I raised a very serious question in discussing it as to why they 
were almost 100 percent wrong. It was estimated at $104 million, 





and they wind up with $1 million. | 

Mr. Gary. Yes. 

Mr. Harvey. That looked very bad. 

Mr. Gary. The letter only relates to that? 

Mr. Harvey. That is only in mitigation of an error in estimating 
that particular item. 

Mr. Taser. The $41 million as against an estimate of $444 million 
on the Army is a little out of proportion, too. 

Mr. Harvey. Yes, sir. The Army has furnished 

Mr. Taner. An alibi? 

Mr. Harvey. They have done the best they could. 

Mr. Rooney. | think we had better get at this thing without 
interruption. Let him make the presentation, and then everybody 
can ask questions. | 

Mr. Taner. All right. 

Mr. Rooney. Do vou not think so? 

Mr. Harvey. The Army has explained it by listing items where 
they thought that they had obligations and did not. The other 
services have also furnished explanations. It is just a question of 
the adequacy of the explanations. | 

(The statements referred to are as follows: ) 

AIR FORCE 


ANALYSIS OF SHORTFALL OF ATR ForRCE OBLIGATIONS 
During May as REPORTED ON JUNE 4 


The following list indicates the items that were included in the original estimate 
for May obligations where the obhgation did not actually occur until the first or 
second week of June. The Department of the Air Force believes that all the 


necessary supply directives had been issued prior to June, but are unable as of 
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today to locate documents which substantiate this contention. They do know 
however, that total directives outstanding on June | exceeded the $132 million 
by approximately $100 million. 
Amount 
(in millions) 





20 C-27 $3. 5 
2.25-ineh and 5-ineh rockets 39. 0 
Preproduction cost overseas J-35 engine 5. 2 
C--119 parts 14.5 
k-84 G parts 20. 1 
Spares for aircraft 36. 7 
Miscellaneous is. 0 

Total 132. 0 


Analysis of actual Vay 1952 obligations by the De partment of the A Force 


{Millions of dollars 
\ireraft and spares: | Eleetronies—Continued 
Model: SCR624_. ee 
CLi9 $3. 6 Miscellaneous 2. 9 
PS4E 11. 0} Vehicles 19 
RES4IF_ 11. 4) Weapons 3.6 
T-33 ye General equipment 5. 9 
BS4Q 3.0} Bombs, rockets, ete 2. oO 
FS6 ship sets 2. 0} Miscellaneous depot operations,ete. 15. 8 
Spares for aircraft 37.8} Training is 
| Miscellaneous 52. 3} Administration 7) 
Kleetronies 
ANPS-S 134 Total 200. 7 
Credit 
; 
Analysis of estimated Vay 1952 obligations by the De partment of the Air Force as 
reflected tn statement of June 4 
{lu millions of dollars 
Aireraft and spares: | Mlectronies: 
Model: = - \NPS-8 13 
C119 $3. 6 | SCR-624 1.3 
FS4E 11. O| \liseellaneous 2..5 
RES4h 11. 4! Vehieles 1.9 
r-33 2.5 | General equipment 5. 9 
PS4C 3.0} Bombs, rockets, ete.: 
i a 9 «| 9 oF: ,e: ‘ 
C-—47 3. 4 2.25 inch and 5-inech rockets 39. 6 
| FS4G parts 20. 1 | Miscellaneous 28 
C1 parts 14.5) Miscellaneous, depot operations, 
| “86 ship sets 9 0} te 95 9 
| I } a. | etc. es ‘. a0. 2 
Spares for aircraft 74.5) Preproduction costs overseas 
\liscellaneous | 3 | J-35 engine F ae 
! Training s. 2ec3 
! . . . 
Administration : q 
Total 332. 7 
| 
j 
| 
' 
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NAVY 
BE rplan rrraon of shorttall or Navy Vay 19527 obligations 


In millions of dollars} 








Jur j estimate of Mav obligational activity S104 
Letual May vations 110 
, : 
Shortfa S4 
2. Esk anat - rtfa 
{ tracts ) B& PCI matre at scort and 10 LCM’s 
ana J i t 27 ed ) e procured j Italy yere 
led he estimate of Mav obligations These were 
tracted for until June 1.4 
{ racts luring Mav for vessels to be constructed ir 
I esulted in a saving of $17.7 million on the pro- 
vramed value vhict as used } the estimate. Steps are 
i taken to obligate the $17.7 million during June for th 
2 financing of 3 additional DE’s (destrover escorts 
val at $24 million ve oe 
Four (4) AMS programed for construction in France under the 
Lisbon program’”’ were expected to be contracted for during 
May. The contract was not actually signed until June 6.9 
/) Contracts for electronics that were included in the Mav esti 
mate are now expected to be finalized in June 16. O 
. : ° 
otal 82.0 
inalysis of estimated May 1952 obligations by the Department of the Navy as 
reflecte d in the state rie nt of June , ~ 


{In millions of dollars] 


Vessels: 


Combatant vessels, 4 DE’s for France__. $32. 5 
Miscellaneous additional contracts for minecraft over and above 
initial contracts for hulls which had already been let : mis 12. 2 
Offshore contracts for vessels in France 39. 2 
Offshore contracts for vessels in Italy___ 11. 4 | 
Mine-sweeping gear re 2. 4 
Vessels, spare parts__ fox 2.0 
i 


Electronics gear for vessels aS = 23. 
\ircraft 

30 TBM’s (torpedo bombers) for France +. 4 

80 F4U’s (fighters) for France 


— 
— 


t helicopters for United Kingdom se : JS 
helicopters for France _- “J 
9 


] 

i] ee 
t heli ‘opters for the Netherlands- - a 
24 TBM ’s for the Netherlands 

30 AD4W’s for United Kingdom (fighters) 


to 


Contract for engines (spare engines for F4U7’s) 3.6 
Ordnance: 
Guns (various types L..& 
Artillery ammunition—_-—__- a ; 5 3 
Bombs and rockets _. _- a) be “a f 
Miscellaneous ordnance (electronics gear, ete.) _ 6. 4 
Other categories: 
Engineering equipment 1.0 
General stores lothing, etc ] 
Medical equipment | 
Total 194. 3 














7 
Analysis of actual May 1952 obligations by the Department of the Navy 
{In millions of dollars] 
Vessels: 
Combatant vessels, 4 DE’s for France___.________ =_-_-_____-___-_-- $32. 5 
Miscellaneous additional contracts for. ‘minecraft. over and above 
initial contracts for hulls which had already been let... -________ 5.3 
Offshore contracts for vessels in France_________-_-_-_-__. _________- 21. 5 
Mine-sweeping gear_..-- 5 ee Be eee FS a 2.4 
Vessels, spare parts_ _. r ee eee avscuna teen 
Electronics gear for vessels_..-_______________- ila) 2 Ree 7 fae f 
Aircraft: 
30 TBM’s (torpedo bombers) for France__..._-..-. ee 4.4 
SOs) 4m (@aenters). for france... ok ese cee wd . 40 
14 helicopters for United Kingdom___.--- ~~. ee eat .8 
4 helicopters for France___-__- 2. Pole i= Mtoe ee anes een 1 
4 helicopters for the Ne MAME cis ees at $2de). 51 2 
24 TBM’s for the Netherlands________ see eee peek S. Bicm pees Kin aly pao 
30 AD4W’s for United Kingdom (fighte rs) __ é eee sc i 4.6 
Contract for engines (spare engines for F4U7’s) __- ~~ Chay pares oe ot bs 3. 6 
Ordnance: 
Guns (various types)... ____- gee ns kh = <r IE Sh De sean See 4.5 
Artery samunition. .. ....2-. 2.2.2.6. bs Je Serco Lhasa ee, aan eee 
OAT EN TET OE AD 3. 7 
Miscellaneous ordnance (e lectronies CORO OUC SY a6. 2 wos tee ee Pe 4.4 
Other categories: 
Engineering equipment_____-_____-__- BEE Pee ie se Ee te 1.0 
, General stores: (clothing; eto,). . 2. ei ei ee oe eccc ex ae 
MG@GIGR GGUIDINGN A= =. wou kn oe ea oon ee Baaaeese 1 
LL el a dl RES tis oe la ae A a ap SA aod EE i EAS Eo hn 110. 3 
- 


ARMY 


Analysis of estimated May obligations by the Department of the Army as reflected in 
the statement of June 4 


{In millions of dollars} 


| OE NIE 658 einen ciate den aden tha ina mene ._- $109 
Tank-automotive equipment furnished from stock, Ordnance C orps__—- 295 
Signal equipment_ ee ae Se CRs Oe 26 
Miscellaneous (Engineer, Medic al, ‘and QM)-_- SESE ee cet ears ee 14 
| hada 
a ee Re Sele ee Mae epee AEA gh Ae SES 444 


Analysis of overstatement of May obligations by the Department of the Army as 
/ 


reflected in the statement of June 4 
{In millions of dollars] 
Off-shore procurement ___ 4 Rts y - . $70 
This original estimate of $108.9 million being obligated during May, 
made on the basis of preliminary information from Overseas commands 
proved to be in excess of the actual obligations of $38.5 million. 
Tank automotive equipment from stock__- Ey she SL 
It was assumed that this program had been cleared, but in final 
analysis it was determined that on the basis of current allocations it 
was impossible to go forward with the obligations during May. 
Signal equipment_- te = ; ane’ a 
No information is available to indicate the bases of the original 
estimate of $26 million which actually resulted in $11 million of obliga- 
tions. 
Miscellaneous 7 
Obligations by the Engineer rc orps, Medical Corps, and Quartermaster 
Corps, during Mi iv fell short of their original estimate by $7 million. 
Net deobligation. __ - 16 
Resulted from reduction in orders placed on ordnance management 
fund which was not considered in compiling the estimate of May obliga- 
tions. 


20806—52—npt. 2 2 
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Analysis of actual May obligations by the Department of the Army 


{In millions of dollars] 
see nn NIST ehchS S  e ea es $39 
I INN rence eee ee a ee Flee as eta ere Len Sonam 11 
Miscellaneous (Engineer, Medical, and QM)-__-------------------------- 7 
Deobligation by Ordnance (eredit) =... 22.2 22 2. 2 ee esc -- 16 
NI hace capes he ns coe et a es et OE 41 


When we called on Mr. Foster on Friday afternoon and discussed 
this situation at length with him, he was very anxious to get a full 
story. I asked for the best information they could give us about the 
obligations in the month of June, as to what they could give us as to 
the actual obligations up to as late a date as possible, with the best 
information they could produce as to probable activity during the 
remainder of the month. Mr. Foster called on the various services 
to give him exact facts. As I understand it, he told them that he 
wanted to know exactly what they would do. 

One man said to him: 

“Well, I think—-——” 
and he stopped him right there and said: 

“J do not want to know what you think. I want to know what 
you can and will do before the end of the month.” 

That was the basis on which he called in the various services to 
furnish information as to the month of June. 

On Sunday afternoon they furnished statements showing that they 
would, in their judgment, obligate $1,714,000,000 in the month of 
June, leaving $658 million unobligated at June 30. I should like to 
insert this whole statement which I am talking from, Mr. Chairman, in 
the record. 

(The information is as follows:) 

THE SECRETARY OF DEFENSE, 
. Washington. 
Hon. CLARENCE CANNON, 
United States House of Representatives. 

Dear Mr. Cannon: In accordance with vour request. the Department of 
Defense has reviewed the program for obligating military assistance funds during 
June of this vear. The result of this review as estimated by each of the military 
Departments is set forth in the attached tables. To the best of our ability, the 
anticipated obligations have been checked with the contracting organization to 
determine the feasibility of completing the proposed obligations during this 
month. The amounts set forth are the amounts on which the contracting officers 
have assured departmental representatives that they will complete negotiations 
and formalities fer translating the requirements into firm obligations before 
June 30, 1952. 

The opportunity to present this additional information is appreciated. We 
trust it will be of assistance to you and the members of your committee in reaching 
the final determination of the amount to be appropriated for military assistance 
for fiscal year 1953. 

Sincerely yours, 
Witiiam C. Foster. 








Famemmumsenewecss: 
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DEPARTMENT OF DEFENSE 


Defense portion of MDAP funds: Available funds and obligations through 
June 30, 1952 


{Millions of dollars} 


Total available for obligation through June 30, 1952_______-_._-_-- $11, 443. 0 


Obligated one May 31, 1952: 


I ea a oe Ree pe este Bet ek ot te te = Pome nd 5, 666. 0 
Pome BI Se ere he Ae REE ETT Re eRe 946. 0 
Air Force. pcs ot Lh 8 8 RNa Rand = eat ee elise Cre, a sen ee 2, 333. 0 
6.) ) Rie ye aes 3 See ve et eee = rebate ae 115. 0 
‘Lotal oblimated: May 32, 1962... 2... em s2sec ie wecee sce 9, 060. 0 
Usiodiipated- balance, May 3100b2) 252 oe oo eee a 2. , 383. 0 
Estimated obligations in June: 
Army = tab A)____- ses ak ce ele mag Bl vt Sines ee ret fo 434. 0 
Navy (see tab B) EP Bre RAGES Oe pe Se 209. 6 
Air Force (see tab C)_. ih aes Be abs eee ee 862. 0 
GBD (GGG DADS eee coy ots we see et acl eek 209. 0 
Total, June obligations._._....._____- hE) Bacon: oneal Teme ae 1, 714. 6 
Unobligated balance, June 30, 1952........-.-------------- 668. 4 
Estimated obligations in July: 
Army (see tab A)__...-.------ Peet 2 hapa Bi fos pets Satie Sere 83. 0 
Navy (see tab B)__-_-_..---- ssnie eee = 3 He eo be aan aet. & 21.8 
ES _ 5: n y O nae e a a eTE 87. 5 
1S FSR NER YE ne DAE SES | AY Seka ae re eee sade bakes, nate gee eaten tase Mi, 
Otel, 20hy ODiigiems.... ....6....65........ slisar iio ingest 192. 3 
Kstimated unobligated balance of fiscal year 1952 and _ prior 
PUNGE JUly Ot VOGR es ok eee 3 : ee $76. 1 
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Tas A 
DEPARTMENT OF THE ARMY 


Planned obligations of military assistance funds, June and July 1952 


[Millions of Dollars) \ 
June 1952: Amount 
Offshore procurement ($139 million now in negotiation in addition to 
programed obligations during this month)____.----------------- $92. 0 
Signal Corps communication and electronics equipment---_-------- 20. 0 
Engineer Corps construction equipment. ------------------------- 9.0 


Ordnance Corps: 
United States stocks (now being prepared for shipment) on 
a reimbursable basis: 


Tank and automotive equipment--_-.-------------- $306. 0 
PCAN oon ee ok IL ele. Eee 
——- 313.0 
Total programed obligations, June 1952_____.....------ 434. 0 
July 1952: 
Signal Corps communication and electronics equipment- - - --------- 10. 0 
Engineer Corps construction equipment--_-._----------------------- 3. 0 
Offshore an gee (in negotiation) expected to be consummated 
SDRRREE PE CO ree ee oe Bo oe woes 70. 0 
Total programed obligations, July 1952__..........--.-------- 83. 0 
Grand total programed obligations, June and July 1952_. _-- eeetice: i 
Unobligated balance as of July 31, 1952 !_....-.--..--.-.-------------- 217. 4 


1! Consists of $69 million for offshore procurement currently being negotiated. The balance consists largely 
of funds for packing, handling, crating, and transportation of end items to points of destination, and funds 
for training programs. 
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Tas B 
DEPARTMENT OF THE NAvy 


Planned obligations of military assistance funds, June and July 1952 


[Millions of dollars} 
June 1952: 


Actual oplsations Jane 1=-182.-- =. 5 ee ae 36. 7 
Estimated obligations June 19-80___.__._____-------___---_------ 172. 9 
Guat ENO OOUMATIONS. 00. oe ee ee ee ee eee 209. 6 
Major items included in estimated obligations, June 18-30: 

Offshore construction of DE’s, PT’s, AM’s__________- 38. 9 

Offshore aoe urement, ‘‘Lisbon programs”’_____-_---- 13. 1 

Harbor defense gear procured OUBRONO <n 6. 4 

Harbor defense gear procured from United States 

BOULORBa. . ook US nN eee ea ees So ee en 5. 4 

Prototype Diesel engines procured offshore___----_--- 1.3 

Vessel and aircraft service stock spare parts..___.___- 8.9 


(Requisitions being delivered by MAAG-France 
representative June 23-30). 


Hiectronic item contracte:... =... -.-2...2c.<...5- 16. 0 
Orduanece macemais.. =... eee nee ice 
Aircraft contracts in oo SES Se ey Perea ter, ees 12. 6 


(SNB-5, HUP-2, P2V-5, HTL-5). 
Government-furnished etnlbate nt in connection with 


GVO) GIN ea es Se a Some eae 9.0 
SACRO AE ES TTY a Se a Sy ay EE SRY en eR ae 2.8 
Government-furnished equipment in connection with 
vessels under construction in United States________ 30. 0 
Miscellaneous procurement............------------ 21.2 
Unobligated balance June 30, 1952_-.........----_--------------- ¥21: 1 
July 1952: 
Estimated obligations in July [1 Os ty Og Sle Aes a a a See an ee ae 21.8 
Major items included in estimated obligations, July 1-31: 
United States construction of PGM’s______._-_-_--- 3.8 
Electronic item contracts................-....-.-.-- 3. 0 
Aircraft engines, propellers, electronics. ___---------- 13. 6 
Miscellaneous procurement...._.-..--..----------- 1. 4 
Unobligated balance July 31, 190¢....2.25-......-.-..-......---- 99. 3 


Major elements comprising unobligated balance July 31, 1952: 

(a) $75,000,000 for expected shipbuilding contingencies such as administration, 
contract changes, escalation and trial costs, and Government-furnished material 
in connection with the MDAP shipbuilding program in the United States. This 
reserve is in keeping with normal United States shipbuilding practice and is needed 
to cover commitments for these costs which have been made but not finalized. 
This amount represents 19 percent of the available United States shipbuilding 
funds. 

(b) $11,000,000 for expected contingencies in the aircraft procurement program 
similar to those mentioned above for shipbuilding. This amount represents 
10 percent of the funds available for aircraft procurement. 

(c) $13,300,000 of packing, handling, and transportation funds which result 
from the fact that they were programed to cover shipment of all the material in 
the fiscal year 1950, 1951, and 1952 programs. 
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Tas C 
DEPARTMENT OF THE AIR FoRCE 
Planned obligations of military assistance funds, June, July, and August 1952 


{Millions of dollars] ™ 
June 1952: 
Actual obligations, June 1-18 --.-.-.--.----.------- Seiten 240. 0 
Programed obligations, June 19-30: 
Aircraft, aircraft spares, and enginess(obligating documents are 
in process of negotiation and are prepared to close in next 





SRD ooo ae ee a Pos es a eG bd 2 357. 0 
Aircraft and engines Airframes and spares Engines and spares 
200 F-84G___. Republic_-_------ Allison... ..- See ee 
5 F-84F RepUMIG: - o alll ee ies rege esa 
188 F-84F__._. General Motors_-. Buick.....-.-.....---. 93.3 
50 RF-84F_ —~ Republic......-.. Buick__---- oe oe 
70 F-84F__... Republic_...----. Buick_--- J - 35. | 
—— 213. 7 
Ammunition 
Ammunition, 50 cal Cage fie Re en ; oe . 35.6 
Rockets, 2.25-inch SCAR__.-_--._------ ine - 4.0 
tockets, 5-inch NVAR__- = age bs - 1.9 
_— 51.5 
Total programed obligations, June 1952_- a3 ee 862. 2 
July-August 1952: 
Aircraft spare parts_---. eg one pop aga Sept my he 
Electronies and communications _____- z cepa te pape pieeh podem | 
Ground powered and marine equipment _ re oes : 5. 0 
Weapons -.--- Sagas pena) Dey SS ate = AG. 
General equipment (maintenance, spare parts, ‘and miscel- 
laneous equipment such as meteorologic al, photographic, 
test, flying field, and shop equipment) - - - - - - ae ee 
Bombs, rockets, miscellaneous ammunition. 12.0 
Plant expansion (for procurement and contractual services 
required to expand plant facilities for MDAP production... 5. 6 
Training equipment _______-_- 17.0 
Miscellaneous (ineludes repair. ‘and rehabilitation of excess 
equipment, training, administration, depot operations and 
transportation) .._- ......-. : = keen 18. 4 
Total programed obligations, July-August 1952 !-_.___._____- 175. 0 
Grand total... ..... =. Me ead Oe eC : : es 1, 087. 2 
Unobligated balance as of July 31, 19521_____- : 87.5 
See foot note on p. 10. 
Tas D 
OFFICE OF THE SECRETARY OF DEFENSE 
Planned obligations of military assistance funds, June 195? 
[In millions of dollars] 

June 1952: Amount 
Common use facilities___- 204. 5 
Contribution for operating costs of SHAPE and SACLANT military 

headquarters svn eee Senet rence _— eae eee eee 
Total programed obligations, June 1952_._._.......--.--_-- __. 209.0 
Unenuented paenoe June SO, 8062. on Secret enccceda 0 


Obligations bevond July 1, 1952, will be charged against fiscal year 1953 funds. 








% 
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Mr. Harvey. That left $658 million unobligated at June 30, but 
also listed $192 million which they expected would be obligated in full 
out of the balance, or a difference of $476 million at the end of July. 

Now, the subsidiary statements, one for each service, which support 
this total statement, vary from this, in that the $476 million becomes 
$404 million when you total up the subsidiary statements. That dis- 
crepancy they have not yet sought to explain. 

? ‘Sade : . 

This contemplated obligations by the Army during the month in 
the amount of $434 million. Of the amount of $434 million there 
was $92 million of offshore procurement, of which $72 million was in 
the books on June 18, and $20 million probably to go in later. There 
were some other small items. 

Then there were two items—$306 million for tank and automotive 
equipment and $7 million for ammunition—which were stated by 
Mr. Garlock of the Office of the Secretary of Defense to have been a 
piece of paper which should have been obligated, which they found 
laying on somebody’s desk on Saturday, and they took it up and obli- 
gated it. It should already have been obligated, as he explained it. 
It is from the Ordnance Corps, United States stocks, now being pre- 
pared for shipment on a reimbursable basis. 

Mr. Foster and I had discussed on Friday what constituted obli- 
gations; as to Whether they should be considered to be firm obligations 
against contracts or firm agreements with suppliers and so on, or 
whether they would be just orders on a procurement office to buy. 
There had been some discussion from time to time as to what various 
agencies of the Government considered to be obligations. 

I should like for Mr. Foster to check me on this at this point: I 
believe we understood each other at that time as to what we were 
talking about in the way of obligations, and that it had to be firm, 
solid obligations. 

Mr. Fosrmr. | agree with that. 

Mr. Harvey. When it came down to this $306 million item, in 
looking at it I queried it in my mind, as to the nature of it, so L talked 
it over with Mr. Foster and arranged with him that I should send an 
accountant to check the history of the whole item. I got an account- 
ant from the General Accounting Office, Mr. Steve M. Brown, who 
went over yesterday, and went through the matter. I have a one- 
page report from him here, which I should like to insert in the record. 

(The statement is as follows:) 

JUNE 23, 1952. 

Mr. Greorce Y. Harvey: In accordance with your request of this morning I 
went to the Office of the Under Secretary of the Army, Bendetsen, to inquire into 
the obligation of $306 million appearing on the statement furnished you as a June 
1952 obligation. Mr. Bendetsen referred me to Mr. W. W. Storey, Comptroiler 
of Army Ordnance. 

In transactions of this type when Ordnance receives a program request from 
G4 for materials, the requisition is priced and indicates how much can be fur- 
nished from stock and how much must be procured from outside sourees. Sub- 
sequently an allocation of funds is made by the Army Comptroller. At this time 
Ordnance records the full estimated value of the program request from G—4 as an 
obligation even though this value exceeds the allocation from the Army Comp- 
troller. However, for report purposes obligations are not reported in excess of 
the funds allocated. 

After funds are made available Ordnance enters into contracts to the extent 
that the program requisition indicates outside procurement is necessary. If these 
contract prices are in excess of the estimated cost the dollar value of the amount 
to be furnished from stock is decreased by the increase in outside procurement. 
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In other words, no real obiigation exists for purchases from the stock fund except 
for materials actually shipped. 

In the instant case, the obligation was originally recorded in March 1952 as a 
part of a $586 million obligation and was reported as an obligation in the March 
statements. Due to increased costs the amount was dropped from the April, 
May, and June 15 statements due to lack of funds. Although the item has not 
been reflected in the statement of obligations Mr. Storey told me that the June 
15 statement was being corrected as soon as an additional allocation of $168 
million was received from the Army Comptroller (which was expected today) and 
a cablegram stating that $145 million for offshore procurement could be released 
to Army Ordnance. Mr. Storey also stated that although the $306 million was 
now te be reported as an obligation it could be canceled at any time prior to the 
materials actually moving from the depot. 

This method of obligating would permit an obligation to be recorded to the 
extent that stock is on hand and later canceled when contracts can be entered 
into for outside procurement. It is also possible to obligate for one type of item 
in stock and later change to another type of item after a contract has been entered 
Into. 

Sreve M. Brown. 

Mr. Harvey. This report is a little obtuse. It comes down to this, 
however: That this item was originally recorded as an obligation in the 
month of March. It was dropped from the April, May, and June 15 
statements of obligations, however, because they had decided to use 
funds that had originally been obligated here for outside purchases. 
It was obligated for the shipment of tanks and automotive equipment 
and ammunition stocks on hand in their own stocks, which were to be 
furnished to the countries being assisted. This item had been drag- 
ging around for 2 or 3 months. The test seemed to be as to whether 
this item could be deobligated at will, as apparently had been done 
on one occasion, and the auditor quotes Mr. Storey, the fiscal officer 
in the Bureau of Ordnance, on that matter. 

Quoting from the report: 

Mr. Storey also stated that although the $306 million was now to be reported 
as an obligation it could be canceled at any time prior to the materials actually 
moving from the depot. 

The Under Secretary of the Army, Mr. Bendetsen, telephoned me 
last evening to discuss this matter, and agreed that a real obligation— 
that is, an irretrievable obligation—against shipment out of stock exists 
actually only at the time shipment starts; that up until they actually 
ship it it can be canceled. He assured me that this shipment would 
be made. I think he is absolutely right. In view of the attention 
which has been called to the item there is no doubt but what it will 
be shipped now. So I have no doubt but what this obligation of 
$306 million is just as solid as if it were a contract with the General 
Motors Corp., although the nature of the obligation does not give 
it the same weight. 

The Air Force estimated that in the month of June they would 
obligate $862 million. Of that amount $240 million had actually 
been obligated and was in the books on June 18. 

There is another item, or two items totaled together, of $266,200,000, 
on which specific information is given here. This lists the aircraft 
to be purchased and the companies from whom the frames and 
spares, and the engines and spares will be bought. Mr. Foster 
knew about this item himself on Friday, and referred to it at that 
time. There is no question in my mind but what this is a solid 
obligation which will be on the books before the end of the month. 
That is $266 million plus. 
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The remainder of the $862 million has $357 million against this 
statement: 

Obligating documents are in process of negotiation and are prepared to close in 
the next few days. 

I asked for a breakdown of that item, and if it would be possible 
asked them to furnish the same detail with respect to the $357 million 
which had been given us with respect to the $266 million. I was told 
by Mr. Garlock that he could get that information, that the reason it 
was not in here was that this other item happened to have recently 
gone through Washington and they had the detail on it, and these other 
items were in the Wright Field office, at Dayton, Ohio, where the 
Procurement Office of the Air Force is, where the books and records 
are kept. He did say that they would get in touch with Wright Field 
Monday morning and get the information for me. 

They furnished, yesterday afternoon, this statement purporting to 
be a breakdown of that figure, $357,000,000, which adds up to 
$219,300,000: 


Air Force procurement in process for MDAP 

















Amount in 
Item Source millions 
85 F-84 F A/C__.___. Re oe NS Rees en Re Oe | a, PIN, Be Me eee Republic. __--- $47.0 
See oa Ee atc So ee ey I ih 520 Sy Paty ME, An Canadian Air- 22.0 
aa I NC a ic a iene ria ond oa wisi Ease te 8.0 
20 TPS-10-D........_._-- Oe REE ye eee Oe Sx Rae ane Be Aa eee a ee , SS eee 1.8 
I eae nic wasc ad ekdnadacatn i et 3.0 
EE OE FA ae ile EE ie ed ar | Canadian Car 9.5 
SR ere eh when srs a ES ee 10.0 
I a oh a kg cs bn cei as shea esa ihe Eh wns ty Sale USAT co. 73.0 
| Sie GR SSS OSIM SEEN SERENE Nia Beet NA econ: Ce ONE pee pee Miscellaneous. 45.0 
i” ID Sie leader Coy See ee aera Rene me Dake thd eivbrate aie at dire Bre Py Laiaea warage ct oexctersera 219.3 
| 





$73 million of it is for .50 caliber ammunition. $47 million is for 
85 F-84 aircraft to be purchased from Republic. $22 million is for 
60 F-—86 aircraft to be purchased from Canadian Air. $8 million is 
for 30 F-8’s from the Navy. There is some radar equipment. The 
Government-furnished equipment to go with these planes and so on 
totaled $45 million. 

That $45 million item, as I understand it, is the usual amount 
set up for Government-furnished items which will be added to the 
bare aircraft when they are delivered. It is the usual part. Any 
time you buy $100 million worth of aircraft, as I understood it from 
Mr. Gilpatric, you can count on about $50 million worth of Govern- 
ment-furnished equipment to add to it, on the small items they buy 
separately. You might call them accessories. 

I called Mr. Foster and told him that I had gotten $219 million 
instead of $357 million. Mr. Gilpatric, the Under Secretary of the 
Air Force, telephoned me then at Mr. Foster’s request to furnish 
information as to the $138 million discrepancy between the $219 
million and the $357 million. He started in by explaining to me that 
it was the Government-furnished equipment. This was over the 
telephone last night at about 11:30. He was at home and did not 
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have his papers before him. I asked him if he had seen this sheet. 
He said “Yes,” that he had cleared it. I said: 

You must recall that there was $45 million in here for Government-furnished 
equipment, and there is roughly $90 million worth of aircraft, so it would appear 


that the Government-furnished equipment they want for these planes is already 
presented. \ 


He hesitated and said: 
Oh, yes. That refers to another block of aircraft. 


Well, after some discussion we finally agreed he would get his people 
together and come down early this morning and give me the break- 
down. The *y came in at 9 o'clock this morning and they could not 
break out the $138 million separately. It was too many small 
amounts. But they could give me a breakdown of $357 million on 
another basis; on the basis of the itemization in the budget; aircraft, 
spare parts, electronics and communication equipment, ground- 
powered and marine equipment, weapons, and so on, on the “budget 
classifications. I said: 


Allright. Write them down. 
So Mr. Gilpatric’s staff, who were with him, Mr. Hoover and Colonel 
Barden, sat here and computed these amounts, adding up to $357 
million. 

(The statement supplied is as follows: ) 
Air Force—Break-down of portion of MDAP funds being obligated in June 1952 


In millions 





Aircraft spare parts =e er Ee Se Se Re ee $75. 0 
Electronie and communications equipment __ - NHS ren ell REE ee . 26.0 
Ground-powered and marine equipment ___- _ ~~~ ~~ Se Sete a ee 
Weapons- - __- ks es ens eee 
General equipment, including test, flying field, and ‘eked equipment. 55. 7 
Ammunition — —_ ~~~. A. : Se og dees “= 117.5 
Plant expansion had eepph eA ae ES pice Mee ee ses a ns 5 
Training equipment___- ee Sb SG.te dee me 9 
Repair and rehabilitation of equipme Disa do teteri acces Dot dad sie eet 11. 1 
Transportation and other. iar oes IES SRG See eee, ee ey ct 15. 3 

See oe ek See Le aw ot Meee ees cots 357. 0 


I asked them to show me we they were arriving at these figures 
from the books they had. 

They had a report dated June 18, ee by these various cate- 
gories unobligated balances as of Lah 18, r maybe June 15. They 
had taken from these unobligated snus soeecin programed items 
that they knew about, and had set them aside. Then they had 
deducted from them amounts that they had set up in the sheets they 
had furnished us as obligations which would be incurred in July and 
August, totaling $175 million. So the resultant figure is $357 million. 

I must say that they did not furnish anything to show what would 
be purchased from whom on this item. That is the best information 
we have been able to get on the $357 million. 

There are a number of other figures here. | selected one in the 
Army and one in the Air Force, for they looked to me like they most 
readily needed explanation. 
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As to the Navy figures, their actual obligations from June 1 through 
June 18 are $36,700,000, and the estimated obligations for the re- 
mainder of the month were $172,900,000. That makes a total for 
the month in the Navy of $209,600,000. They have furnished a 
detailed list of what they expect to do during that time, which pre- 
sents a fairly close picture. I have not explored a single item in it, 
but it looks reasonable. 

Now, the Office of the Secretary of Defense estimated that they 
would obligate $209 million in the month of June; $204% million under 
common use facilities and $4% million as a contribution for the operat- 
ing costs of SHAPE and SACLANT, the two military headquarters. 
1 believe those are for the next 6 months. 

Mr. Fosrrer. That is correct. 

Mr. Harvey. We pay twice a year. We pay in June for the 6 
months beginning July 1 and then in December we make another 
contribution covering the following 6 months. They operate on a 
calendar year in most of the other countries, and it does not coincide 
with our fiscal year. 

The obligations from June 1 through June 18 in the Office of the 
Secretary of Defense are $152,665,000. A recast of this $209 million 
on a detailed basis was supplied by Mr. Garlock, and it indicates a 
total of $207,765,000, which is quite close to their estimate. There 
is only one item there which is of any consequence, $51 million, which 
is still pending settlement, but all it depends upon is the date of 
contract executions which are now pending and which may or may 
not culminate during this month. But it will culminate so soon 
‘that it must be regarded as a settled item. 

(The full statement is as follows:) : 
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Obligations during June 1952 Mutual Defense Assistance Program, Office of the 
Secretary of Defense 
Spree tame SO Ge. ee a ee ee yl $152, 665, 344 
To be obligated: 
1. 1952 calendar year SHAPE, SACLANT,-etc., budgets (50 


percent obligation first 6 months) __________________. 4, 000, 000 

2. Airfield construction, U. 8. Air Force, (date of obligation 
depends on date of contract exe cution now pending) ___. 51, 000, 000 

3. Administrative expenses, Office of Secretary of Defense 
(estimated to June 30, 1952)... =... ..-.---~.<.._-- 100, 000 
Total Cpl yA a alin Bide ae zs ee ER See ase 207, 765. 344 


Nore.— Documents on obligation of $93,000,000 for infrastructure contribu- 
tions and $4,000,000 for contribution to SHAPE 1952 budget available in May, 
but not forwarded to accounting section, Office of Secretary of Defense, until 
June. 


Allocations, Office of ene of Defense: 


Infrastructure xe = ee .-.-.------ $220, 000, 000 
Administrative expenses: 
Prior years ae 448, 014 
Fiseal year 19: 52. ee Ss , 144, 400 
oe 1, 592, 414 
SHAPE and other international headquarters____-_-_------- 5, 432, 672 
Confidential expenses_._______-_------- ene _.-. 95, 000, 000 
Total allocations to May 31, 1952 ef: : ; _. $22, 025, 086 
Available for allocation !_________--.- ; bas he 611, 914 
Total, available, Office of Secretary of Defense __-_-_------ 322, 637, 000 
Obligations, cumulative to Apr. 30, 1952 : 4, 070, 355 


566, 645 





Balance Available, May- 1; 100e.c... 525-2625 feces eles. 


Obligations, May_-. i ee a eR "365, 172 
Obligations, June 1-18______- ; Base gS spears 1: 52, 665, 344 
Total, May 1 to June 18, 1952__ - Beat tie ope wise ote 153, 030, 516 
Available balance June 18, 1952__._..._.__-__- Ses weas 5, 536, 129 
Estimated obligations to June 30, 1952: 
SHAPE and other international sensei Por Ke ce 3, 984, 712 
Construction of airfields . a 51, 000, 000 
Administrative expense, Office of Secre tary of Defense _- 100, 000 
Total, estimated to be obligated_______..__.-_____- 55, 084, 712 
Net balance wnobligated......2..- <6 ce eae 451, 417 


1 In addition, Bureau of the Budget has reserved $3,000,000 intended for contributions to NATO inter- 
national headquarters which might be released if necessary. Present estimated SHAPE, etc., dollar con- 
tributions for obligation to June 30, 1952 is $6,000,000, 


In addition to these figures for June they have supplied, as ] 
referred to a moment ago, estimates of obligations for transactions in 
the month of July and some in August. The Navy estimates $21 
million of obligations in July, and furnished detail as to what they 
will purchase. The largest item is $13.6 million for aircraft engines, 
propellers, and electronics. 

The Army estimates a total obligation in the month of July of 
$83 million; $10 million in Signal Corps communications and 
electronics equipment, and $3 million in Air Force construction 
equipment, and $70 million in offshore procurement. 








19 


There is an item which J overlooked a moment ago in talking about 
the Army. They had offshore procurement of $92 million in the 
month of June, of which $72 million was already in the books on the 
18th of June and $20 million to come in. Then they had another 
$139 million deal in negotiation. There is $70 million of that which 
will ripen in the month of July and $69 million probably will 
not actually come into the books until later. It is an offshore procure- 
ment item which does take considerable time, so there is $139 million 
there in the next 60 or 90 days which probably will come through. 

The Air Foree has $175 million, one-half of which they assumed 
would come in the month of July, and the other half in August. There 
they give details by the same budget categories they used to furnish 
the information on the $357 million. They have furnished the detail 
by budget categories and not by specific items, of course. 

Mr. CuarrMan. | think that covers it. 

Mr. WiagGLteswortH. Does that breakdown not run over your July 
total which vou gave us before? 

Mr. Harvey. I gave a total of $192 million. There was $83 million 
in the Army, $21.8 million in the Navy, and $87.5 million in the Air 
Force. That is for the month of July only. 

Mr. WiaGiesworrn. | thought vou gave us $175 million. 

Mr. Taser. That was for the Air Force for July and August. 

Mr. WiGGLeswortu. | see. 

Mr. Harvey. The $175 million is for the Air Force in July and 
August, and there is $69 million more in the Army which is out beyond 
July, also. 

Mr. Gary. Mr. Foster, have you any statement to make with 
respect to that? 


GENERAL STATEMENT OF MR. FOSTER 


Mr. Fosrer. Yes, Mr. Chairman, 

First I should like to say I think that is a very complete and a very 
fair presentation of this set of investigations which both Mr. Harvey 
and I have been engaged in for the last 3 or 4 days. 

If I may I should like to add one or two perhaps interpretive re- 
marks, just from our point of view, which I think should be con- 
sidered at the same time as that statement. 

f am not quarreling with anything in the statement, because | 
think it is a fine job. 

First, basically everything that we could possibly get under the 
1952 figures we need badly. We are, therefore, under the pressure of 
getting it as soon as we can. I must point out, however, the general 
philosophy under which this operates. Many of these items are 
follow-along items of goods we are getting from our own forces, or are 
integrated with the delivery of those same goods for our own forces. 
In some cases we have had to divert the NIDAP goods to Korea be- 
cause they provided a pipeline which would give the stuff sooner than 
we could get it on new orders. 

The problem of having this sort of a program and obtaining proper 
priority is one, I think, all of vou well understand, because the natural 
desire of a commander in this country is to first equip his own troops 
or the troops fighting in Korea. We have had to make clear the 
national interests in having our allies build up as promptly. 
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Starting in January, the President, the Joint Chiefs of Staff, the 
Secretary and I have all spent a good deal of time making sure that 
they realized the necessity of getting these obligations under way as 
promptly as was consistent with the basic requirements. That has 
taken some time to obtain acceptance. 

We must recall that this particular appropriation Was not finally 
made available to us until October 31 of last vear. 

Mir. Harvey has referred to the very unsatisfactory results in April. 
I think it is only fair to go back 1 month and to point out that in 
Mareh we had over St billion. 

Mr. Harvey. $1,188,000,000 tn March. 

Mir. Foster. $1,188,000,000 of obligations in March. So the ir- 
regularity in the rate of obligations is not unusual in this history, and 
it is occasioned by the fact that, having obtained our figures late in 
the fall, we had accumulated some demands right after the bill was 
passed, and in November the obligations ran $989 million. That, of 
course, Was an accumulation. Then they dropped off to $174 million, 
and then ran $112 million in January, $499 million in February, and 
Mareh was this very big month during which the approved programs 
took effect, with a total of $1,188,000,000. Then in April, due to a 
rearrangement of some of those programs, we fell sharply off to $3 
million. Im May, as Mr. Harvey has said, we did not attain what we 
had hoped for, which was an obligation rate of over a billion dollars. 
We fell short of that for one reason or another, as explained in these 
papers to which Mr. Harvey has referred, and fell to $352 million. 

When the Secretary appeared before the committee on June 4 some 
of those changes in programs, the adjustments, were not apparent to 
the reporting departments, it being so near the end of the month, and 
it was on the basis of their figures that he stated he believed we would 
have obligated $1.1 billion. 

The point which | am making is that even raising the question as 
to the Air Force small items in June, and even raising a question as 
to whether the Army will be able to go ahead with one or two other 
items, as I total the figures, which are almost surely solid, they come 
to $1,576,000,000, which we will obligate during the month of June. 
That excludes the $180 million-odd on the Air Force, which | must 
say | believe, on the basis of the representations from them, will 
actually come through. 

The reason we cannot give to the committee a detailed tabulation 
of the contractors and the items is that it consists of many hundreds 
of small items and the physical job in getting those together with the 
name of the contractor and the item is very difficult. 

Mr. Gary. What would be your unobligated balance assuming 
that that does come through? 

Mr. Fosrrr. If that does come through our unobligated balance 
at June 30 will be $668,400,000. 

Do you mean if it came through, or if this Air Force item was not 
purchased? 

Are vou assuming everything we have stated came through, or 
assuming my latter figure came through? 

Mr. Gary. The latter figure. What is vour present estimate, on 
the figures you have? 

Mr. Foster. My present estimate, sir, is that the unobligated 
funds on June 30 will be $668 million. IT base that on the facets to 
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which Mr. Harvey referred; namely, that in this exercise I had the 
Under Secretaries of each of the three military departments accept 
as a personal responsibility reporting to me those things which they 
could state will come through in the month of June. They based 
that statement on conversations with all of their top procurement 
people who were called to Washington on Saturday for this purpose. 

Mr. Taner. | wonder if you could tell us how much of that $668 
million is UNKRA., 

Mr. Gary. This is all military assistance. 

Mr. Taner. All military? 

Mr. Gary. Every dollar. . 

Mr. Taner. This whole thing is just the military? Is it just 
NATO? 

Mr. Harvey. No. It is the four titles. 

Mir. Taner. It includes the four titles of the military. All right. 

Mr. Gary. It is the military assistance under all four titles. 

Mr. Taser. All right. Ll understand that. 

Mr. Gary. None of this relates to the economic or cooperation aid. 
It is all military under the four titles. 

Mr. Taner. [| see. 

Mr. WiaGLtesworrn. How about Spain in that connection? The 
funds for Spain can be used for either purpose, as | understand it. 

Mr. Foster. Yes, sir. 

Mr. WiaGLeswortu. That is not included? 

Mr. Fosrrer. No, sir. 

The other thing I have done to assure that these are sound, solid 
obligations is to discuss them with the three Secretaries of the De- 
partments. 

Mr. Gary. You mentioned your obligations in July. What. is 
going to be your balance as of June 30? 

Mr. Foster. | am not talking about July obligations, Mr. Chair- 
man. Lam talking now only about those which will take place before 
June 30, 1952. 

Mr. Gary. You estimate that as of July 1, or June 30, vou will have 
unobligated $668 million? 

Mr. Foster. That is correct. [ base that, as [ have to, on the 
reports of the three military departments. 

Mr. Rooney. As compared with a figure of how much? 

Mr. Gary. $398 million. 

Mr. Foster. $398 million estimated by the Secretary on June 4, 
and an actual unobligated figure, Mr. Rooney, of $2,383,000,060 on 
May 31. 

Mr. McGrarn. $2,383 ,000,000, or $2,371 ,000,000? 

Mr. Taser. $2,383,000,000? 

Mr. Foster. My figure is $2,383,000,000. 

Mr. Harvey. The $2,383,000,000 was the unobligated balance as 
they compute it as of May 31. 

Mr. Foster. That is correct, sir. 

Mr. Gary. The what? 

Mr. Harvey. The unobligated balance as of May 31) was 
$2,383 000.000. 

Mr. Gary. As of May 31? 

Mr. Harvey. Yes, sir. 
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The way the $668 million is arrived at is taking into account the 
estimated obligations. That is, admitting everything to be good 
Which they are reporting here that thev will obligate during the 
month, you have a total of $1,714,000,000. That leaves a total of 
$668 million. 

According to Mr. Foster's latest computation, he is throwing out the 
$158 million. Is that the one? 

Mr. Fosrer. That is correct. 

Mir. Harvey. He takes the $138 million off the $1,714,000,000. 
That would add to the unobligated balance, making it $806 million. 

Mr. Foster. Tsay that is perhaps the only item in this about which 
there is some question, because of the multiplicity of small obligations. 
None the less, | am assured by the procuring agencies who have this 
in control that that, too, will be obligated. | accept it as a question 
only because it has not been satisfactorily demonstrated as to what 
companies will get those orders and what the items will be for the 
orders. 

The people who have made these statements are the men who have 
to do this job, and the very highest people in each of the services have 
accepted this as a pledge, to get it accomplished, and as a statement 
that it would be accomplished. 

I should like to refer just briefly to the question raised regarding the 
$306 million which is quoted as the United States stocks now being 
prepared for shipment on a reimbursable basis. That is quite a 
regular method of operating in these shipments to NATO countries. 
If the Ordnance pool through which we purchase ordnance items is 
able to obligate under the main appropriation an economic-size order 
it is sometimes done on that basis. Then the finished goods, when 
ready for delivery, are in effect transferred for the NATO require- 
ments and reimbursement is made to the pool. This action on the 
$306 million isnot unusual. It is not quite as irretrievable as some of 
the others, as Mr. Harvey has indicated, but it is a method which has 
given us flexibility and has enabled us to meet urgent requirements 
from one country or another, or to equip our own forces where needed. 

In this case [ think T can assure the committee that in view of the 
attention which has been paid to it it will be obligated in this way for 
this particular purpose. 

So to make a long story short | first want to emphasize my deep 
belief that all of this material ts needed; my deep belief also that in 
view of the rising amount of shipments being made each month that 
these items can be obtained on the schedules which are now set; and 
my further deep belief that this is a wise thing to continue at the 
authorized rate because of the advantages which the United States 
will get from it. 

I would be happy, Mr. Chairman, to answer any detailed questions. 

I have here, which has just been handed to me, a statement, as an 
indication of the fact that we are not, in this high rate of obligations 
for MSA, doing anything which is very unusual, so far as our procure- 
ment agencies go, 

We have, over the last 12 months, obligated figures over-all such 
as the following: July, $4,405,000,000. IT am now speaking of the 
total obligations under both the MDAP and the regular Department 
of Defense appropriation bills, but the mechanism to do this is in 
existence and functioning. August, $1,543,000,000. This is_ all 
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hard goods. September, $1,706,000,000. October, $2,711,000,000. 
November, $7,263,000,000. It dropped in December, after that big 
month, to $454 million. January, $3,419,000,000. February. 
$1,658,000,000 March, — $1,242,000,000. April, —$2,080,000,000. 
May, $3,089,000,000, 

The soft goods in each case would add roughly another billion 
dollars to those monthly figures. Therefore, we have the capacity to 
obligate with proper protection and within proper methods to make 
the $1.7 billion perfectly practicable. 

Mr. Harvey. May T make one or two brief comments, Mr. Chair- 
man? 

As to the $357 million, I think in all fairness it should be stated that 
there would be a reason for a higher degree of confidence that the 
$357 million will be obligated, and can be let to contract during the 
month, if we had not received three different explanations of the item 

As to the $306 million item in the Army, Mr. Bendetsen talked to 
me last night about that. IT asked him the direct question: 

Will vou not agree that if the heat had not gone on last Friday this item would 
not have been obligated in June? 


and he said: 
Yes, 


Mr. McGratx. What was his answer? 

Mr. Harvey. He said, Yes,” it would not have been obligated in 
June. 

Mr. Foster. [| think that is a fair comment. [| think poimting this 
out has directed new energy toward this particular purpose, and has 
put it under pressure, Mr. Chairman. 

Mr. Gary. As you know, Mr. Foster, | have been very much 
interested in this program from the beginning to the end, but it looks 
to me like we have a program here with our own defense needs and the 
needs of the Mutual Security, which are put together. We have 
developed a program which is beyond our industrial possibility at 
the present time. Consequently the Defense Department has been 
taking what it needed for its program. Therefore, this MSA program 
has been lagging. 

If that is going to continue I do not see any need for appropriating 
more money than our industrial capacity can absorb. I am perfectly 
willing te admit that it is going to take a lot of money to arm the free 
nations to the point where they can successfully resist communism, 
but we have to take a practical view of it. There is no use in appro- 
priating the money and planning a program which is larger than we 
can perform within a certain time. It seems to me that with the 
situation in the United States as it is we might make the appropria- 
tions on the basis of performance rather than on the basis of what 
could be used. 

I think vou could use three times as much of this if you had it 
available immediately. But if you cannot get it, | see no use in 
continuing to appropriate the money for it. 

Mr. Fosrer. May I comment on that, sir’ 

Mr. Gary. Yes. 

Mr. Taner. We had that same question up with the Air Force on 
construction, and before we got through Mr. Finletter admitted that 
we should take that into consideration. 


, 
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Mr. Gary. The only way we can carry out our present program, it 
looks to me, is to change our policy of ‘‘business as usual.”” That has 
not been done, and we are using so much of our industrial capacity for 
the peacetime goods or nondefense goods that we are not producing 
sufficient defense goods to use the money that we appropriate. 

Mr. Fosrer. Well, Mr. Chairman, with all due réspect, may I 
comment on two things. 

First, | think we ought to separate the public works from this one, 
because the public works is a long-range program. The Air Force 
has not been able to develop all the plans it has needed with the speed 
it should have, and has not been able to obligate or expend the original 
amounts. 

Mr. Taser. The same thing applies to their other operations. 

Mr. Fosrer. That is what I would like to get back to, sir. Again, 
in this discussion I think we must separate expenditures from obliga- 
tions. 

This obligation we can do. We have done it. We will do it in June. 

So far as obligations go, there is no difficulty in getting sound 
contracts for the delivery of these goods over a period. We must 
remember that within the Air Force particularly in some of our de- 
liveries we have to figure on 34 months after it has been obligated. 
We may obligate in 1 month a big package, but we accept delivery 
over as long as 34 months. 

So far as our ability to meet these requirements is concerned, and 
to ship the goods, this has been on a constantly increasing scale. 

| believe these figures are probably classified, so | should like to 
have them off the record. 

(Discussion off the record.) 

\[r. Fosrer. I have no fear, Mr. Chairman, of our ability to meet 
these production schedules. In our request early this year for these 
funds we stated that the first 6 months of the 18-month period starting 
January 1, 1952, and ending June 30, 1953, would be a rapidly increas- 
ing seale of deliveries, and during the 18 months we would hit our 
targets without question, although in the first 6 months we would be 
short. I think we are now at the point where that begins to come 
true. Weare confident, Mr. Chairman, that we can meet the require- 
ments, 

This is on the basis of my own inspection of this situation during the 
last several weeks, and on obligations within the last several days. 
On that basis | make the statement to the committee, without any 
qualms, and make it on the basis, of course, of statements of the 
operating departments. We donot operate other departments. Under 
the basic legislation we are the policy and coordinating office, but the 
administration of the three departments is done by the respective 
Secretary. 

It is that source on which I have to depend for these statements to 
you, but my personal assurance is from the key men, both military 
and civilian, in each department. 

Mr. Gary. Are there any further questions? 

Mr. Taner. Mr. Harvey, would you have a split-up between the 
unobligated balances on the military, as between the titles? 

Mr. Harvey. We have the original data, Mr. Chairman. I should 
like to cheek with Mr. Foster and Mr. Wood on this point right now, 
as to whether this would not be a fair way to talk about it. 





5 TEN ID 


a IN ERER ONE 


ranauear camel 


apes cae siniae 


The original data here gave an estimated unobligated balance for 
each program. Now, the procurement in the agencies does not relate 
directly to programs, so that it is not possible to obligate by program 
until you know where a particular purchase is going to be delivered. 

Would it not be reasonable at this point, for discussion purposes, to 
more or less prorate on the basis of what the original unobligated 
balances were? That is very rough, but would that be a fair way to 
talk about the unobligated balances? 

Mr. Woop. When you say “program,” Mr. Harvey, I think vou 
mean titles. 

Mr. Harvey. I mean the four titles. 

Mr. Woop. I think it is a little dangerous to assert that with 
finality. I think it would probably work out roughly that way. 

Mr. Harvey. For a rule-of-thum)h proposition. 

Mr. Woop. For a rule-of-thumb proposition. 

Mr. Harvey. Of course, it is physically impossible now for any- 
body to sit down and break the latest figures we have down by title. 

Mr. Fosrer. It is as good a guide as vou can get. There have 
been shifts within titles, and that would throw it off, but that is as 
good a guide as you can get. 

Mr. Woop. Of course, the great bulk of it is in title I, as vou know. 

Mr. Harvey. That is where the big money is. In fact, the major 
unobligated balances are there. 

Mr. Fosrer. I should think that plus or minus 10 percent would 
cover it, because we made two shifts of 10 percent, with one in title I. 
Mr. Woop. And one from title 1 to title IIL. B 
Mr. Harvey. There is intercliange authority in the act. 

Mr. Taner. You have increased the unobligated balance that was 
estimated by the departments from $398 million to $668 million on 
these particular things; is that it? 

Mr. Harvey. That is correct. 

Mr. Taser. That means an increase of $270 million. 

Mr. Harvey. That is) assuming that they will obligate 
$1,714,000,000 in June. 

Mr. Taser. Yes. . 

Mr. Foster. May I add one other detail? It would always be 
necessary for us to carry over a certain amount of unobligated funds 
in order to take care of packing, as the reg nts come along; in order 
to take care of normal hold-backs that the Nav vy has worked out over 
a period of years on engineering changes on shipment costs, for some 
of their ship- construction activities, and so on. I have had various 
estimates of the total, anvwhere from $250 million to $350 million, as a 
rough gage of what would be necessary for that purpose. 

Mr. Harvey. On a program of this size there must be a little 
management leeway. 

Mr. Gary. If there are no further questions, we are much obliged 
to vou gentlemen. 

Mr. Fosrer. Thank you for the opportunity, Mr. Chairman, 





